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BE IT REMEMBERED that the above-entitled and
numbered matter came on regularly to be heard before the
Arizona Corporation Commission, in Hearing Room 1 of
said Commission, 1200 West Washington Street, Phoenix,

Arizona, commencing at 9:06 a.m. on the 6th of May,

201e6.

BEFORE: TEENA JIBILIAN, Assistant Chief Administrative
Law Judge

Note: No roll call taken. The following is a list

of the parties of record.

PARTIES OF RECORD:
For Arizona Public Service Company:

PINNACLE WEST CAPITAL CORPORATION
Law Department

By Mr. Thomas Loguvam

400 North Fifth Street

Phoenix, Arizona 85004

and

SNELL & WILMER, L.L.P.
By Mr. Raymond S. Heyman
400 East Van Buren
Phoenix, Arizona 85004

COASH & COASH, INC. 602-258-1440
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‘ 1 PARTIES OF RECORD:
2 For Tucson Electric Power Company and UNS Electric,
Inc.:

3
SNELL & WILMER, L.L.P.

4 By Mr. Michael W. Patten
400 East Van Buren

5 Phoenix, Arizona 85004

6 and

7 UNS ELECTRIC, INC.
By Mr. Bradley S. Carroll

8 88 East Broadway Boulevard

Tucson, Arizona 85701

10 For The Alliance for Solar Choice:

11 ROSE LAW GROUP, P.C.
By Mr. Court S. Rich
12 7144 East Stetson Drive, Suite 300
‘ Scottsdale, Arizona 85251
13

14 For Arizona Investment Council:

15 OSBORN MALEDON
By Ms. Meghan H. Grabel
16 2929 North Central Avenue, 21st Floor

Phoenix, Arizona 85012
17

18 For Western Resource Advocates, Vote Solar:

19 ARIZONA CENTER FOR LAW IN THE PUBLIC INTEREST
By Mr. Timothy Hogan

20 202 East McDowell Road, Suite 153
Phoenix, Arizona 85004

21

22

23

24

o -
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PARTIES OF RECORD:

For Garkane Energy Cooperative, Inc.; Mohave Electric
Cooperative, Inc.; and Navopache Electric Cooperative,
Inc.:

LAW OFFICES OF WILLIAM P. SULLIVAN, P.L.L.C.
By Mr. William P. Sullivan

501 East Thomas Road

Phoenix, Arizona 85012

For Sulphur Springs Valley Electric Cooperative, Inc.:

CROCKETT LAW GROUP, P.L.L.C.

By Mr. Jeffrey W. Crockett

2198 East Camelback Road, Suite 305
Phoenix, Arizona 85016

For Arizona Solar Deployment Alliance:

LAW OFFICES OF GARRY D. HAYS, P.C.
By Mr. Garry D. Hays

2198 FEagt Camelback Road, Suite 305
Phoenix, Arizona 85016

For Freeport Minerals Corporation and Arizonans for
Electric Choice and Competition:

FENNEMORE CRAIG, P.C.

By Mr. C. Webb Crockett

2394 East Camelback Road, Suite 600
Phoenix, Arizona 85016

For Grand Canyon State Electric Cooperative Association,

Inc.:

GALLAGHER & KENNEDY, P.A.
By Ms. Jennifer Cranston
2575 East Camelback Road
Phoenix, Arizona 85016
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PARTIES OF RECORD:

For

For

For

For

For

For

IBEW Locals 387, 1116 and 769:

LUBIN & ENOCH, P.C.

By Mr. Nicholas J. Enoch
349 North Fourth Avenue
Phoenix, Arizona 85003

Arizona Competitive Power Alliance:

Mr. Greg Patterson, Of Counsel
MUNGER CHADWICK

916 West Adams, Suite 3
Phoenix, Arizona 85007

Arizona Solar Energy Industries Association:

AriSEIA

Mr. Tom Harris

2122 West Lone Cactus Drive, Suite 2
Phoenix, Arizona 85027

Patricia C. Ferre:

Patricia C. Ferre

In Propria Persona, via teleconference
P.O. Box 433

Payson, Arizona 85547

Vote Solar:

EARTHJUSTICE

By Mr. Michael A. Hiatt

633 17th Street, Suite 1600
Denver, Colorado 80202

the Residential Utility Consumer Office:

RUCO

By Mr. Daniel W. Pozefsky, Chief Counsel
1110 West Washington Street, Suite 220
Phoenix, Arizona 85007
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PARTIES OF RECORD:

05/06/2016

For the Arizona Corporation Commission Staff:

Ms. Maureen A. Scott and Mr.
Staff Attorneys

Legal Division

1200 West Washington Street
Phoenix, Arizona 85007
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ACALJ JIBILIAN: Good morning, and welcome back,

everyone, to the continuation of this proceeding. I am
not going to take appearances today. I can see who is
here.

So we will just go ahead and start with TASC's
witness. Are you ready to call your witness, Mr. Rich?
MR. RICH: Yes, Your Honor. Thank you. Good

morning. TASC calls R. Thomas Beach.

R. THOMAS BEACH,
called as a witness on behalf of TASC, having been first
duly sworn by the Certified Reporter to speak the truth
and nothing but the truth, was examined and testified as

follows:

DIRECT EXAMINATION

BY MR. RICH:

Q. Great. Good morning, Mr. Beach.
A. Good morning.
Q. All right. You should have before you what have

been marked as TASC Exhibits 26, 27, and 28. Do you see

those up there?

A, Yes, I do.

Q. Okay. And can you identify each of those for
us?

COASH & COASH, INC. 602-258-1440

www . coashandcoash. com Phoenix, AZ
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A. TASC-26 is my direct testimony in this docket.
TASC-27 is my rebuttal testimony. And TASC-28 are some
errata corrections to my 2, Exhibit 2 to my direct
testimony.

0. Okay, great. Let's start with Exhibit 26, your

direct testimony. Was that prepared by you or at your

direction?
A, Yes, it was.
Q. Okay. And if you were to be asked those same

guestions today under oath, would the responses be the

same?
A. Yes, they would.
Q. Okay. And are there any other, you mentioned

the errata that's contained in Exhibit 28, are there any
other changes or corrections that you need to make to
that today?

A. Yes. There is one minor correction in Exhibit 2
of my direct testimony, which is the benefit/cost study
on APS that we conducted. Table 4 on page 12, there is
a page reference that's missing. If you look in Table 4
in the line that's labeled capacity losses in the first
column, and then the value is 11.7 percent, and the
noteg in the, and sources in the third column, it says
SAIC study at and then there is a blank there, that
should be page 2-9.

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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Q. Okay. And that's in Exhibit 2 to your direct
testimony on page 12, correct?

A. Yes.

0. All right. On the version that's in front of
you, would you mind, I guess, let's just have you write

in the correct, fill in that blank if you have a pen

there.
A. Okay.
Q. Then you can just initial next to it. All

right. And I will, we will move them all at once.
Let me ask you on Exhibit 27, your rebuttal

testimony, was that prepared by you or at your

direction?
A, Yes, it was.
Q. Okay. And do you have any changes to make to

that document today?

A. No, I don't.

Q. All right. And would your answers to that, to
those guestions that were asked there be the same today
under oath as they were when you submitted it?

A. Yes, they would.

0. Okay. And finally, with regard to Exhibit 28,
was that notice of errata filing done at your direction
and do you agree with those changes that are made and
reflected in that £filing?

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

E-00000J-14-0023 VOL X 05/06/2016 1845

A. Yes, I do.

MR. RICH: Okay. Great.

Your Honor, I would move the admission of
TASC-26, 27, and 28.

ACALJ JIBILIAN: Is there any objection?

(No response.)

ACALJ JIBILIAN: TASC-26, 27, and 28 are
admitted.

(Exhibit TASC-26 through TASC-28 were admitted
into evidence.)

BY MR. RICH:
Q. Okay. Great. Thank you.

So Mr. Beach, I am going to give you an
opportunity to summarize your direct and rebuttal
testimony and respond to some of what you heard from the
stand. So if you would like to do that, please go
ahead.

A, Yes. Thank you very much for the opportunity to
appear today.

My testimony proposes a benefit/cost methodology
for valuing DG resources that builds upon the widely
used industry standard approach to assessing the cost
effectiveness of other types of demand-side resources,
such as energy efficiency and demand response. The

primary reason to use a similar approach is so that all

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ




10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

E-00000J-14-0023 VOL X 05/06/2016 1846

demand-side resources, distributed generation as well as
energy efficiency and demand response, are evaluated on
the same basis.

Importantly, this approach also evaluates
demand-side resources in a manner similar to supply-side
utility rate base additions. This approach considers
the long-term benefits and costs of DG resources over
their full expected life in the same way that other new
resources are evaluated. These benefit/cost analyses

assess the benefits and costs of DG from multiple

perspectives, including, first, participating ratepayers
who install DG, second, other nonparticipating
ratepayers, and, third, the utility system and society
as a whole.

The goal of the regulator should be to balance
the interests of all of these stakeholders, who
collectively constitute the public interest in the
development of renewable DG technologies. 1In
particular, demand-side resources depend on the
decisions of customers to make long-term investments to
reduce their energy use, shift their loads or produce
their own generation. So it is critical to balance the
interests of both participating and nonparticipating
ratepayers and not to favor either side.

The utility witnesses have testified in this

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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hearing that customer-sited DG should not be treated as
a demand-side resource at all but that, instead, their
own customers who install DG should be treated more like
the owners of merchant generation facilities. They
argue that the fact that DG has differences from energy
efficiency or demand response resources mean that it
cannot be treated like energy efficiency or demand
response. This ignores that there is a wide variety of
efficiency and demand resource product and services that
differ from each other. For example, some reduce energy
use, others reduce peak loads. And cost effectiveness
evaluation can be tailored to the particular type of
energy efficiency and demand response resource. And
they can also be adapted for distributed generation.
Despite the differences in these other
demand-side options, DG is the only one that the
utilities argue must be evaluated differently. The
utilities have tried to shift the focus from customers
adopting DG to the companies who sell or finance DG
products. This makes little sense and appears to be an
attempt by the utilities to misdirect the Commission.
For example, Home Depot no doubt sells many
energy efficient heat pumps as a result of the
residential rate design in Arizona, but the utilities do

not claim that Home Depot is profiting off the current

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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. 1 rate design or raising rates for nonparticipating
2 customers. Remember, it is the individual customers who
3 are making the decisions to install those heat pumps,
4 just like it is the individual solar customers who are
5 installing DG.
6 The fact that nonutility customers compete to
7 provide these products and services is a distraction
8 raised by the utilities when the focus should be on the
9 utility costs which can be reduced when customers choose
10 all types of demand-side resources.
11 Distributed generation, like energy efficiency,
12 is implemented on a customer's premises as a result of a

. 13 customer's decision to deploy their own private capital
14 and they pay the capital costs.
15 In sum, all demand-side resources, including DG
16 should be judged using the well established methodology
17 now used for energy efficiency and demand response.
18 Several of the utility parties have urged the
19 Commission to use cost of service studies to assess the
20 cost effectiveness of renewable DG. Cost of serxrvice
21 studies are based on utility costs in only a single test
22 year and thus fail to capture the full benefits and

23 costs of renewable DG over the long-term life of these

24 resources. A cost of service study is based on embedded
. 25 costs, not on the utility's long-run marginal costs and,
COASH & COASH, INC. 602-258-1440
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thus, is likely to underestimate the long-run costs
avoided by renewable DG, particularly the avoided
capacity costs for generation, transmission, and
distribution.

Regulators do not use cost of service studies to
judge the cost effectiveness of other types of resources
and do not use them to judge the merits of utility owned
resources. If a cost of service were used for the
purpose of judging a utility owned resource, those
resources often would fail because cost recovery through
rate base is front loaded to the early years of a
plant's life, and, thus, new utility owned resources
often raise rates in the first rate case after they
enter service even if they are cost effective on a
lifecycle basis.

I would like to clear up some misconceptions
about benefit/cost studies of renewable DG. The intent
of these studies is not to set rates. It is to balance
the benefits and costs of DG technologies. Obviously
rates and rate design impact this balance because the
primary costs of net metering for nonparticipating
ratepayers are the lost revenues from running the meter
backwards at the retail rate. These same lost revenues
are the bill savings that are the primary benefit of DG
for participating ratepayers.

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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‘ 1 So benefit/cost tests are not setting rates but
2 you can affect the balance of benefits and costs for the
3 two groups by making rate design changes. If the
4 Commission concludes that rate design changes are
5 necessary to adjust this balance in Arizona, the types
6 of changes that the Commission should prioritize are,
7 first, requiring the use of time-of-use rates that
8 better reflect how utility costs vary through the day

9 or, second, adopting minimum bills, which continue to

10 allow the greatest scope for customers to exercise the

11 choice to adopt DG.

12 Fixed charges should be avoided because they
‘ 13 give the customer no economic signal to use energy

14 wisely. And demand charges should also be avoided

15 because a customer's highest 15-minute demand does not

16 necessarily align with peak demands at either the

17 circuit or system level. And demand charges are

18 confusing to and poorly accepted by small customers.

19 The Commission should take care to design rates

20 that are understandable and acceptable to customers,

21 recognizing the future potential that customers who use

22 DG and storage may be able to cut the cord with the

23 utility system completely, which is an outcome that I

24 think we all want to avoid.

‘ 25 Despite the urging of the utilities, DG

COASH & COASH, INC. 602-258-1440
www . coashandcoash. com Phoenix, AZ
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customers should not be placed into their own rate
class. On this we firmly agree with Staff that it makes
little sense to start down the road of creating separate
customer classes for every new energy technology that
customers adopt. Mr. Monsen has a detailed discussion
of thig issue in his testimony and he shows that other
demand-side technologies also can produce significant
changes in customers' load profiles as can DG.

Bagically DG makes a larger than average residential
customer into a smaller than average one. But both
before and after adding DG, their use is within the
typical range for residential customers.

The parties to this case agree on many of the
benefits and costs of renewable DG. Two of the benefits
on which there is not agreement are fuel hedging and
market price mitigation. On fuel hedging, it should be
obvious that solar DG like other types of renewable
generation displaces marginal use of natural gas to
produce electricity and, thus, reduces the amount of
natural gas burned by the utility, decreasing its volume
of gas purchases that are subject to price volatility.
That's how renewables provide a hedge, and the value of
this hedge is not zero.

With respect to market price mitigation, what
that means is simply that the increase in renewable

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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generation in the western U.S. and Arizona with zero
variable cost will reduce wholesale market prices in
this region as it has in places like Germany that have
high penetrations of renewables. You may be aware that
in a few hours today the amount of renewable output in
California depresses market prices to below zero to the
benefit of utilities who are paid to take this power,
utilities in Arizona, for example, who are paid to take
this power. So any utility that purchases wholesale
power or natural gas will benefit from the lower prices
that result from renewable deployment.

With respect to the Seidman study of the
economic impacts of renewable DG, this study is flawed
as a result of the assumptions that APS provided for
Arizona State. I understand that APS has indicated it
is not submitting the report into evidence to prove the
truth of the matters contained in the report, which is a
good thing, because of these flaws. In terms of the
flaws there are four major ones.

First, APS's scenarios assume that DG located at
the point of end use would have no effect on its future
investment in transmission and distribution
infrastructure. However, most other parties to this
proceeding recognize that avoided T&D is a benefit of
distributed generation.

COASH & COASH, INC. 602-258-1440
www . coashandcoash.com Phoenix, AZ
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APS assigns, the second flaw, APS assigns a
capacity value to solar that is far too low given the
output of solar over the utility's peak hours.
Furthermore, any decline in solar's capacity value with
increasing penetration can be slowed or reversed with
west-facing systems and a modest amount of storage.

APS's work papers show that the utility assumed
that the federal investment tax credit is not extended
when in fact it has been extended at the 30 percent
level. This is the third flaw in the assumptions. As a
result, additional solar investment in Arizona will
benefit the state much more than the Seidman study has
estimated because most of the costs will be borne by
taxpayers in other states.

And fourth and finally, the Seidman study does
not consider the broad economic benefits for the State
of Arizona if businesses in Arizona leverage the state's
leadership position in solar technologies, its abundant
solar resources and its local expertise to serve markets
to distributed renewable resources outside of Arizona.
California now has more solar workers than utility
employees. The reason for this is not just because the
state has half a million DG installations but because
the solar industry is serving solar markets in the rest
of the U.S. and around the world.

COASH & COASH, INC. 602-258-1440
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. 1 APS's rebuttal criticizes our exemplary
2 benefit/cost study for APS for looking at the entire
3 output of DG facilities instead of just looking at DG
4 exports. Let me be clear. We agree that the focus of
5 the methodology adopted by this proceeding should be the
6 value of exports, because DG customers have a right
7 under PURPA to serve their own on-gite loads with their
8 own renewable DG systems and to export excess energy to
9 the utility. However, as a technical matter of doing
10 the calculations, valuing only the exports is more
11 difficult because you need to do the analysis on an
12 hourly basis, considering both the hourly DG output and
‘ 13 hourly loads of the DG customer to determine when the

14 exports occur.

| 15 We suggest that valuing the full output is an
16 eagier alternative. And the studies in California that
17 have looked at the value of both exports alone and all
18 output have not found a significant difference between
19 the two. I will note that Mr. Snook's cost of service
20 testimony valued all DG output as did the two prior DG
21 solar cost effectiveness studies that APS has
22 commissioned. So in the past, when APS has had to do
23 these calculations, it has also looked at all output.
24 So to be clear, we are not opposed to valuing just the

‘ 25 exports, but the Commission should be aware that this

COASH & COASH, INC. 602-258-1440
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will complicate the analysis probably for little
benefit.

Finally, this case includes comparisons between
the costs of utility scale and rooftop solar systems.
Utility scale solar has lower capital costs as a result
of economies of scale. However, despite the claims of a
few parties in this proceeding, this is not a simple
apples to apples comparison because the two types of
solar do not provide the same product. Rooftop solar
provides a retail product while utility scale solar
provides a wholesale product.

The retail rooftop product has been delivered to
load whereas the wholesale utility scale product has
not. Thus, for a fair comparison between the two
resources, at a minimum one must add to the cost of
utility scale solar the marginal cost associated with
delivering this power to the customers that can be
served by solar DG located on their own roofs.

In addition, there is nothing in APS's 2014 IRP
or its draft 2017 IRP which indicates that rooftop and
utility scale solar are substitutes for each other. So,
if APS installs less rooftop solar, it is not committing
to installing more utility scale solar, or vice versa.

Mr. Snook's testimony assumes that exports from
DG solar avoid APS's marginal fuel, which is natural

COASH & COASH, INC. 602-258-1440
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gas. There is no renewable energy standard requirement
which requires the substitution of utility scale to
rooftop solar as APS is in compliance with the REST
goals. And in any event, there is a set-aside for DG
solar that utility scale solar cannot satisfy.

Rooftop solar provides additional benefits to
the local environment and the local economy that utility
scale solar does not, as is discussed in my APS
benefit/cost study.

Finally, there are important policy reasons to
treat rooftop solar equitably so congumers continue to
have the freedom to exercise a competitive choice and to
become more engaged in and reliant in providing for
their energy needs.

Thank vyou.

MR. RICH: Great. Thank you, Mr. Beach.

I will tender Mr. Beach for cross-examination at
this time.

ACALJ JIBILIAN: Thank you.

Mr. Hogan, do you have questions for this

witness?
MR. HOGAN: I do not, no.
ACALJ JIBILIAN: Mr . Enoch.
COASH & COASH, INC. 602-258-1440
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CROSS-EXAMINATION

BY MR. ENOCH:

Q. Good morning, Mr. Beach.
A. Good morning.
Q. Can you take a look at your TASC Exhibit 26.

What is the date of that?

A. February 25th.
Q. Okay. Can you turn to page 7. Question 10, you
make the comment starting at line 30 -- can you read

that sentence for me.

A. Even though the Public Utility Commission of
Nevada has subsequently decided to phase in the new DG
rates over a l1l2-year period, the elimination of net
metering, and in particular the reduction in the export
rate, has decimated the rooftop solar market in Nevada
resulting in more than a thousand documented layoffs at
solar companies.

Q. And in support of that proposition you cite to
your own testimony down below that you filed in the

docket of the Public Utility Commission of Nevada,

correct?
A. Yes.
Q. Okay. Can we take a look at APS Exhibit 11.
MR. RICH: Does the witness have that? What is
that?
COASH & COASH, INC. 602-258-1440
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MR. ENOCH: APS Exhibit 11 is the decision,
modified final order from the Public Utility Commission
of Nevada.

BY MR. ENOCH:

0. Is that what you are looking at, Mr. Beach?
Could you turn -- well, actually, the last page of this
document, if you just flip it over, page 183, this is
dated February 17th, 2016, correct?

A. Yes.

Q. Okay. Now, let's turn back a few pages to
page 179, paragraph 404. Can you read that paragraph
for me, Mr. Beach, paragraph 404.

A. The information and testimony presented by Staff
regarding the employment figures for Nevada's solar
industry indicates that the figures cannot be reasonably
relied upon as an estimate of the number of solar jobs
in Nevada or the number of jobs that could potentially
be impacted by this order. Further, no corroborating
information from other sources was identified. No party
to this proceeding provided any material support for the
notion that a change in the NEM rates and tariffs would
result in the loss of nearly 6,000 solar jobs. TASC and
SEIA's objections to providing information that would
help confirm or refute the figures for rooftop solar
jobs in Nevada are perplexing.
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Q. Okay. Should I assume that you don't agree with
that finding from the Nevada Public Utility Commission?

A. No. My recollection of what happened in that
case is there was some debate earlier in the proceeding,
there was a debate about how many solar jobs there are
in the Nevada. And that's the reference to the 6,000
solar jobs that's at the top of page 180. But the job
losses that I documented in my testimony on
grandfathering, which is what I am referring to in my
testimony here, about the thousand job losses, that was
very well documented.

We had, you know, notices that have been sent to
the State of Nevada. You have to notify the state when
you do layoffs. And so I basically just tallied up all
the layoff notices that had been provided to the State
of Nevada about the thousand layoffs.

Q. And assumed that those were the result of the

changes in the net metering?

A. They were.
Q. Well, how do you know that?
A. Well, they occurred shortly after the Commission

issued its order.
Q. So it follows that that is the result, on that
shorter notice --

A. I'm --
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0. -- for the -- let me finish the gquestion.
You took the notices for the mass layoff and you

assumed that that was a consequence of a regulatory

change by the Public Utility Commission in Nevada,
correct? That's an assumption?

A. It was more than an assumption because a lot of
the solar companies also issued press releases saying
that's why the layocffs were occurring.

Q. Okay. Whatever the case may be, you would agree

that Public Utility Commission of Nevada found that

whole line of inquiry to be unsubstantiated? I don't
want to put words in their mouth, but in section 404,
they didn't agree with you.

A. I think I have already explained that that was
about another issue. That was about how many total
solar jobs there were in Nevada to begin with.

Q. Does this Public Utility Commission -- this is
an 183-page decision. To the best of your recollection,
does it have anything in there where it adopts that
portion of your testimony in Nevada?

A. I would have to look at it. I don't know.

Q. If I represented to you that I have read it and
I didn't see anything along those lines, would you have
any reason to disagree with me?

MR. RICH: Your Honor, I am going to object.
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Mr. Beach's testimony is about the impact of the

decision in Nevada, not about what is in the order that

implemented the decision in Nevada. And I think that's
an important distinction.
BY MR. ENOCH:
Q. I think the point I am trying to make is you
have a decision that came down on the 17th of
February and then, correct me, a few days later you then
filed testimony here and you don't mention that? Or do
I have the sequence wrong?
A. I will agree that I filed my testimony here
after this order came out.
MR. ENOCH: Okay. I have nothing else. Thank
you.
ACALJ JIBILIAN: Ms. Grabel.

MS. GRABEL: Thank you, Your Honor.

CROSS~-EXAMINATION

BY MS. GRABEL:

Q. Good morning, Mr. Beach.
A. Good morning.
0. The document that you have in front of you, is

it dated February 25th, 2016 and has a signature by
Court Rich on the bottom of it? Is that correct?

A, Yes.
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Q. I just noticed, and for your information, you
might want to correct it, I think it says filing direct
testimony of B. Thomas Beach. And that is not your

correct initials, correct?

A. That is an error, yes.

Q. You would correct it to R. Thomas Beach?

A. Yes.

Q. In your opening I believe that you mentioned

that California has more solar employees because the
solar industries are installing systems elsewhere in the
country, is that correct?

A. Yes, many companies based in California do a lot
of business elsewhere.

Q. So the industries that you were referring to are
those that were based in California?

A. Yes.

0. Would you agree with me that the distributed

generation customer sells energy to the utility?

Al Yes.

Q And the utility sells it to the end user?
A. Yes.

Q Thank you.

Mr. Beach, you worked from 1981 through 1989 at
the California power utilities commission, is that
right?
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A. It is the Public Utilities --
Q. Public Utility.

A. -- Commission.

Q. Thank vyou.

And from there you established a private
consulting practice with Crossborder Energy, correct?
A. Yes.
Q. You held no other jobs between your position on
the CPUC and your current consulting practice

Crossborder, is that right?

A. That's correct.

Q. And Crossborder Energy is based in Berkeley,
California?

A. Yes.

Q. You mentioned in your testimony that you have

actively participated in most of the major energy policy
debates in California, including renewable energy
development, is that right?

A. Yes.

Q. In fact, I loocked at your CV. It identifies 84
matters on which you testified in California compared to
a total of 16 matters about which you have testified
elsewhere. Does that sound about right?

Al Well, I don't update my CV -- I update it about
once a year. And recently I have been testifying
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‘ 1 outside of California much more than I have inside of
2 California. So it is -- that's right. I have testified
3 in California more than I have in other states, but I
4 have been traveling a lot recently.
5 Q. Do you think you traveled enough to add 60 more

6 matters outside of California to your resumé?

7 A. Not 16, but --
8 Q. 60, I said.
9 A. No.
10 Q. Have you ever worked for a utility?
11 A. Yes.
12 0. Directly for a utility?
. 13 A. You mean as an employee?
14 Q. Yes.
15 A, No. I have consulted for a number of utilities,
16 though.
17 Q. Have you ever consulted for any investor-owned

18 utilities?

19 A. Yes.

20 Q. Which utilities?

21 A. Pacific Gas & Electric.

22 Q. In what matter?

23 A. If you loock at my CV, it is the first time I

24 filed testimony as a private consultant. I was

' 25 testifying on behalf of PG&E and its FERC regulated
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interstate pipeline affiliate.

Q. And what year was that?

A. That was, I think it was 1989.

Q. Have you testified for a public utility after
19897

A. No, I have not.

Q. Have you ever worked for a utility in utility

system operations?

A. No.

Q. You never worked in a utility system planning
department?

A. No.

0. Do you own a home in California?

A. Yes.

Q. Totally out of curiosity, do you have solar
panels?

A. I have had solar panels since 2003.

Q. You have testified before for the Solar

Alliance, is that correct?

A. Yes.

Q And the Solar Energy Industries Association?
A Yes.

Q. You have testified for Vote Solar?

A Yes.

Q And you are testifying today on behalf of The
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Alliance for Solar Choice, correct?

A. That's correct.

Q. And you have done work previously for TASC,
correct?

A. Yes.

Q. How much of your work in the past five years has

been commissioned by solar advocacy groups?
A. In the last five years, I, you know, I don't
know the exact amount, but I would say maybe 30 percent.
Q. I would like to show you AIC Exhibit No. 8. I
believe you have all the AIC exhibits in front of you.
And, Your Honor, I gave you gome as well over by
that water jug again.
A. Qkay.
MS. GRABEL: One second.
(Brief pause.)

BY MS. GRABEL:

Q. Would you please turn to page 2 of AIC
Exhibit 8.

A. All right.

0. This article announces the formation of The

Alliance for Solar Choice and it appeared on the
American Solar Energy Society website on May 13th, 2013.
Do you see that?

A. Yes.
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Q. If you would look at page 2, the third sentence
below the paragraph, I mean below the photograph, I am
sorry, what solar companies are listed as the founding
members of The Alliance for Solar Choice? You see they
are identified in red.

A. SolarCity, Sungevity, Sunruﬁ, and Verengo.

Thank vyou.

I would now like to turn to AIC Exhibit 9.

A. All right.
Q. Hold on. I have got to give them to everybody
else.

(Brief pause.)
BY MS. GRABEL:
Q. AIC Exhibit 9, as you will see, is a copy of the
intervention of The Alliance for Solar Choice for leave
to intervene in the Tucson Electric Power rate case. Do

you gee that?

A, Yes.
Q. The Alliance for Solar Choice did not intervene
recently in this docket. This is the most recent

intervention request dated March 3rd, 2016.

Would you please read for me the companies that
TASC lists as its member companies on this document.
You will find them in paragraph 27?

A. Demeter Power Group, Geostellar Inc., LGCY
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Power, REPOWER by Solar Universe, Sunrun Inc., and Sun
Time Energy.

Q. Would you agree that of the original founding
members of TASC that we looked at on AIC Exhibit 8 only
Sunrun remains as a listed member according to TASC's
most recent intervention request?

MR. RICH: Your Honor, Mr. Beach is not a direct
employee of TASC. And I am not sure he has personal
knowledge with regard to who are members and who are
not.

MS. GRABEL: Mr. Rich, I am asking him to opine
based on documents that TASC filed. And you haven't put
any employee of TASC on the stand, so I have no other
opportunity to ask a question of TASC.

ACALJ JIBILIAN: Overruled.

MR. RICH: Your Honor, just for the record, the
members of TASC for the purposes of this docket were
listed on our intervention request in this docket, just
for the purposes of the record.

MS. GRABEL: TASC does not have a recent
intervention request in this docket, Your Honor. The
intervention request filed in this docket was based on
2014, I believe.

ACALJ JIBILIAN: Mr. Rich, are you saying that
in this docket you are not representing the current
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members of TASC?

MR. RICH: No, Your Honor. I am just suggesting
that --

ACALJ JIBILIAN: Okay. I overruled the
objection, and he may answer the guestion.

MR. RICH: Okay. Thank you.

THE WITNESS: Well, the only name that's common
to both lists is Sunrun.
BY MS. GRABEL:

Q. Thank you, Mr. Beach.

I would now like to show you AIC Exhibit 10.
Give me a moment to pass it out.

(Brief pause.)

BY MS. GRABEL:

0. Do you have it, Mr. Beach?
A. I do.
Q. Would you please turn to page 8 of 12. This

document is a printout from Sunrun's website entitled
Get the FAQs, Then Relax. On page 8 of 12 you see under
Sunrun certified partners -- actually, I would like to
look just above, starting where it says I heard about
Sunrun through another solar company, how does Sunrun
work with partners. Do you see that, Mr. Beach, in the
middle of the page?

A. Yes, I do.
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Q. The second paragraph below that says:
Partnership is one of those terms that's easy to
throw around. But at Sunrun, it really means something.
Our nationwide network of certified partners are the
bedrock of our business because they allow us to provide
stellar Sunrun service where you live.
Did I read that correctly?
A. Yes.
Q. This document then goes on for quite a few pages

to identify Sunrun certified partners, is that right?

A, Apparently so, yes.

Q. Will you please turn to page 9 of this document.
A, Okay.

Q. Do you see that LGCY Power is listed as a

certified partner of Sunrun?

A. Yes.

Q. Further down on the page do you see that Solar
Universe is listed as a certified partner of Sunrun?

A. Yes.

Q. If you would turn to page 10 on this document,
AIC Exhibit 10, do you see that Sun Time Energy is
listed as a certified partner of Sunrun?

A. Yes.

0. I would now like to show you, if you turn to AIC

Exhibit 11. Again give me a moment to hand it out to
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1 everybody else.
2 (Brief pause.)

3 BY MS. GRABEL:

4 Q. Do you have AIC-11 in front of you, Mr. Beach?
5 Al Yes.
6 Q. AIC-11 is a printout from the Demeter Power

7 Group website. Do you see that reflected on the top

8 left-hand corner on page 117

S A. Yes.
10 Q. ATIC-11 rather.
11 According to the Demeter Power website, it

12 offers services that are available in the open market

13 commercial PACE markets, is that correct, under current
14 markets?

15 A. Yes. The type is rather small, but that's what
16 it says.

17 Q. Microscopic, my apologies.

18 Can you tell whether or not there has been PACE
19 legislation enacted in Arizona from looking at this map?
20 A. This map appears to indicate that there has not
21 been PACE legislation in Arizona.

22 Q. Thank vyou.

23 It is therefore unlikely that Demeter Power does
24 business in Arizona, is that correct?

25 A, You know, I, I mean PACE is just one form of
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solar financing. So I have no idea whether Demeter
might offer other kinds of solar financing in other
markets in Arizona as well.

Q. If I represented to you that Demeter Power's
website suggests it does not offer any form of financing
other than PACE financing, subject to check, would you
agree with that?

A. Subject to check.

Q. Thank you.

I would now like you to look at AIC Exhibit 12.
And this one killed a lot of trees so it is going to
take me a minute to hand out.

(Brief pause.)
BY MS. GRABEL:

Q. AIC Exhibit 12 is a copy of Sunrun Inc.'s Form
10-K for the fiscal year December 31st, 2015. Do you

see that?

A. Yes.

Q. Would you please turn to page 21 of 270 of this
document.

A. Okay.

Q. Look at the heading on the second paragraph up
from the bottom. It notes that Sunrun's business is

concentrated in certain markets putting us at risk of
region specific disruptions. Do you see that?
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A. Yes.
Q. Will you please read the first sentence that
follows, beginning as of December 31st, 2014 -- 2015.

MR. RICH: I am sorry. May I inquire through
Ms. Grabel. Where are you?

MS. GRABEL: Sure. If you look at page 21 of
270, it is the page number noted on the top right-hand
of the document.

MR. RICH: I got it now. Thank you.

MS. GRABEL: Okay. Sure.
BY MS. GRABEL:

Q. And I am starting with the as of December 31st,
2015. My apologies.

A. As of December 31st, 2015, the majority of our
customers were in California.

Q. Would you agree that Sunrun's primary market is
in California, not Arizona-?

A. Well, that's what this says. And it wouldn't
surprise me given that California has, by a significant
margin, the largest number of solar customers of any
state in the country.

Q. Thank you.

I would now like you to take a look at AIC
Exhibit 13.
(Brief pause.)
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BY MS. GRABEL:

Q. Do you have it in front of you?
A, Yes.
Q. AIC Exhibit 13 is a fact sheet published on

April 7th, 2016 by the Solar Energy Industries
Association. Do you see that?
A. I think it says April 7th. I am not sure that's

the date you just said.

Q. April 7th, correct.
A. Okay.

Q. Would you please look at the first bullet under

at a glance.

A. Yes.

Q. If you want to take a minute to read that
paragraph. ..

A. Okay.

Q. Would you agree that, according to SEIA, Arizona

has 197 solar contractor installer companies?
A. That's what it says, yes.

Thank vyou.

Would you agree that TASC membership does not
comprise the majority of rooftop solar companies that do
business in Arizona?

A. Certainly by number I would agree with that,
yves.
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Q. Thank vyou.
I would now like you to turn to AIC Exhibit 14.
(Brief pause.)

BY MS. GRABEL:

Q. Do you have AIC-14 in front of you?
A. Yes.
Q. AIC Exhibit 14 is a list of the subsidiaries of

SolarCity Corporation as of February 10th, 2016. It is
filed as an exhibit to SolarCity's annual SEC disclosure

filing. Will you please turn to page 7 of this

document.
A. Okay.
Q. Read the first T. It goes alphabetically. The

Alliance for Solar Choice, LLC is actually a subsidiary
of SolarCity, is that correct?

A. That's what this says.

Q. Do you believe that SolarCity would make a false

representation on its corporate disclosure filing?

A. No, I have no reason to think that this is
inaccurate.
Q. Do you know whether, as TASC's parent company,

SolarCity is required to approve TASC's activities?

A. You know, in my experience of consulting for
TASC, SolarCity has certainly been actively involved in
TASC's activities.
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Q. Is SolarCity paying you for your testimony
today?
A. In this case I believe they are, yes.

MR. RICH: Your Honor, if I can just briefly
clarify, and I did this with Ms. Grabel in the last
proceeding, this proceeding began before SolarCity
withdrew from TASC. And for the purposes of this
proceeding, they are a member of TASC. I just clarify
that, as I have done previously for Ms. Grabel.

MS. GRABEL: And, Mr. Rich, the list of
subsidiaries of SolarCity Corporation was filed as of
February 10th, 2016, which would be after TASC may have
withdrawn -- I mean SolarCity may have withdrawn from
its membership. But it is still listed as a subsidiary

in its corporate disclosure, correct?

MR. RICH: I am not going to be cross-examined
here. But I wanted to confirm for the record that it is
our -- that SolarCity is a member of TASC for the

purposes of this docket.
ACALJ JIBILIAN: We can save the rest of any
discussion on this for the briefings.
BY MS. GRABEL:
Q. Did you speak with representatives from
SolarCity about your testimony today?
A. Yes.
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Who did you speak with?

My recollections are that the SolarCity people

who have been involved in this, Thad Kurowski and Eliah

Gilfenbaum I think reviewed my testimony. They both

work for SolarCity.

Q. Did you speak with anyone else at SolarCity?

A. I think that's probably it.

Q. Have you spoken with any of their executives?
And by "their," I mean SolarCity's executives.

A. I am not sure what, how to define executive.

Q. Have you spoken with their president?

A. No, not about this matter.

Q. Have you spoken with him about other matters?

A. Yes.

Q. Have you spoken with him about other matters

regarding proceedings in Arizona?

A.

Q.

No.

Did you speak with any employee of Sunrun for

your participation in this docket?

A,
Q.
A.
0.

A.

Yes.

Who from Sunrun did you speak with?
Kim Sanders.

Who is Kim Sanders?

She is an employee of Sunrun who does regulatory

work for Sunrun.
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‘ 1 Q. I would like to turn now to your direct
2 testimony, Mr. Beach. If you would turn to page 3 of
3 your direct testimony, you testify that there is a,
4 quote, developing consensus for using cost effectiveness
5 tests developed for EE and DR programs to analyze the
6 cost effectiveness of solar PV systems, is that right?
7 A. Yes.
8 0. Specifically you state on line 27 that, quote,
9 this suite of cost effectiveness tests is now being
10 adapted to analyses of NEM and demand-side DG more
11 broadly as state commissions recognize that evaluating
12 the costs and benefits of all demand-side resources --
‘ 13 EE, DR, and DG -- using the same cost effectiveness
14 framework will help ensure that all of these resource

15 options are evaluated in a fair and consistent manner.

16 Did I read that correctly?
17 A. Yes.
18 Q. You would agree that the EE and DR tests to

19 which are referred in this sentence are screening tools,
20 correct?

21 A, Yeah, I wouldn't disagree with that

22 characterization.

23 Q. They are not used to establish the amount that

24 ratepayers would pay for the EE and DR programs,

‘ 25 correct?
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A. That's correct. And I think in my introduction
I -- that's consistent with my discussion that this
methodology is not about setting rates.

Q. Well, that actually confused me a little bit,
your introduction, because you say the methodology is
not about setting rates, but then you go on to say that
rates should be adapted to reflect the results of the
value of solar analysis.

So how exactly would you use the output of the
value of solar formula?

A. Well, you know, for example, let's say that you
do your evaluation and it looks like, you know, let's
just say that it looks like nonparticipating ratepayers
are getting a benefit, but participating ratepayers,
that solar is tough to make it cost effective in a
particular market. Well, in that case, the solution
might be for the state to implement an incentive program
to provide an incentive that's paid for out of utility
rates to customers who adopt solar. And so in that
case, that would restore the balance between
participating and nonparticipating ratepayers. That's
one example.

Another example would be if you felt like there
was a burden on nonparticipating ratepayers from solar
DG, so that maybe the RIM test came out, you know,
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significantly less than one, and you wanted to restore
that balance and maybe participating ratepayers were
getting, their bill savings were substantially greater
than their costs, well, in that case, perhaps you would
want to implement a minimum bill or require solar
customers to be on time-of-use rates so that it could
reduce the lost revenues to the utility and reduce the
bill savings to the solar customer and thereby restore
the balance. It could work both ways.

Q. Assume that the Commission were to find both
that DG does benefit nonparticipating ratepayers but
also that there is a cost shift between DG customers and
non-DG customers because of the allocation of fixed
costs in the rate design. Is there a way to incentivize

the solar market and still fix the cost shift issue?

A. You just said that DG benefits nonparticipating
ratepayers.

Q. Correct.

A. Then there wouldn't be a cost shift.

Q. Why?

A. Well, the cost shift would be the opposite
direction. The cost shift would be from participating

ratepayers to nonparticipating ratepayers because the

nonparticipants are benefiting. You have it backwards.
Q. Well, I suppose that depends on your definition
COASH & COASH, INC. 602-258-1440

www . coashandcoash.com Phoenix, AZ




10
11
12
o -
14
15
16
17
18
19
20
21
22
23

24

o -

E-00000J-14-0023 VoL X 05/06/2016 1881

of costs and benefits. One is monetary. The other
could be something a little bit more subjective,
correct?

A. You know, it -- certainly there are some
benefits that are more, you know, I don't want to call
them subjective, but that are not direct benefits, you
know, that are more externalities or societal benefits.
And, yes, those can be considered by the regulator in
setting that balance.

Q. And do you recommend that the Commission
consider externalities and other indirect benefits as
part of your value of solar analysis?

A. Yes. I think you should try to gquantify those
externalities to the extent you can. And they shouldn't
be used directly to change rates or provide incentives,
but they certainly should be considered by the regulator
in their deliberations.

Q. As evidence of the developing consensus, as you
stated in your testimony, that you should use the cost
effectiveness programg associated with EE and DR, you
cite to the California PUC, the Mississippi PUC, and the
Neveda PUC, correct?

A. Those are examples of commissions that have used
this approach, yes.

Q. Do you have any other examples that evidence the
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developing consensus?

A. Certainly South Carolina has looked at this kind
of balance.

Q. Has South Carolina done anything with respect to
its DR, I am sorry, DG programs as a result of the cost
effectiveness test associated with DR and EE?

A. Well, you know, South Carolina, it ended up
being the commigsion conducted a proceeding and the
parties settled that proceeding, the result of which was
to establish a net metering and a DG program in South
Carolina.

So they never really got to the stage of
actually, you know, conducting the study because
everybody reached a meeting of the minds.

0. And isn't it true in California as well that,
while they might have done a cost effectiveness analysis
using EE and DR tests for DG, they never actually took
any action based on that cost effectiveness analysis?

A. Well, they definitely took action to extend net
metering in California. The order is a little vague on
exactly what influence the analysis had. They didn't
adopt a particular set of results from the public tool
analyses that parties submitted because they feel that
those analyses need further refinement. So I would say

in California it is, it is not exactly clear from the
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commission's order the extent to which they considered
those analyses.

0. On page 8 of your direct testimony, Mr. Beach,
line 21, you actually say the CPUC order does not rely
on the public tool analyses, do you not?

A. Yes, yes.

Q. Isn't it also the case that Nevada has recently
found net metering presented a significant cost shift to
customers that did not participate in solar DG?

A. Yes. And I discuss that in my testimony. And
that was largely based on a cost of service study. In
my opinion, they also should have considered the net
metering study that they conducted in 2014 that
basically found a reasonable balance between benefit and
costs of net metering in Nevada.

Q. I would like to direct you to the same lines you
discussed with Mr. Enoch on page 7 of your testimony,
starting on line, let's see, 31. Are you there?

Al Yes.

0. You state with respect to the Nevada decision
that, quote, the elimination of NEM and, in particular,
the reduction of the export rate, in the export rate
rather, has decimated the rooftop solar market in
Nevada, resulting in more than 1,000 documented layoffs

at solar companies. Did I read that correctly?
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A. Yes.

Q. Is it your understanding that the rooftop solar
market continued to try to market their product and
couldn't or that they withdrew from the market because

of the change?

A. Well, some companies have withdrawn from the
market in Nevada. You know, as in Arizona, there are
lots of solar companies in Nevada. I assume that some

of them are maybe continuing to try to market their
systems, but my understanding is it is very difficult

now after the --

Q. Well, let's look at the --
A. -- CPUC decision.
Q. -- Sunrun, the member company of the

organization that you are testifying on behalf of today.
If you would, go back to AIC-12, Sunrun's 10K filing,
and look at page 14 of 270. Are you there?

A. Yes.

Q. Will you please read the last sentence of the
second paragraph under the heading electric utility
statutes and regulations, electric utility statutes and
regulations and changes to statutes or regulations may
present technical, regulatory, and economic barriers to
the purchase and use of our solar service offerings that

may significantly reduce demand for such offerings.
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What is the very last sentence of that section?
A. For example, we recently ceased operations in

Nevada as a result of the elimination of net metering.

Q. Sunrun's 10-K disclosure indicates that its
market exit was intentional. Would you agree?

A, In other words, that they made an affirmative
decision?

Q. To exit the market, correct.

A. Yes.

Q. I would like you now to take a look at AIC-15.

(Brief pause.)

BY MS. GRABEL:

Q. Do you have it in front of you, Mr. Beach?
A. I do.
Q. Would you turn to page 15 of this document,

1885

which, for the record, is a presentation given by Sunrun

for its 2015 Q4 review, dated March 10th, 2016. Do you

see that?

A. Page 15, is that --

Q. Correct.

A, Yes, I am there.

Q. This is giving guidance and talking about its

2016 deployments. Do you see that?

A. Yes.
Q. Look at the first bullet under MW, megawatts.
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Here Sunrun notes that it projects deploying 56
megawatts in Ql, excluding about 12 megawatts of Nevada
backlog not built due to market exit. Do you see that?
A. Yes.
Q. Would you agree that Sunrun not only ceased

operations in the Nevada market but it abandoned

12 megawatts of executed net metering contracts when it
exited the market?

A. You know, I have no idea whether those were,
those had signed -- you know, exactly what stage of
development that 12 megawatts was in. And my guess is
that it, if they had a contract with the customer, that
a lot of that would have a mutual agreement between the
customer and Sunrun to not go forward with the projects
because they really were not meeting the customer's
economic expectations any longer.

0. Due to market exit. We have just established
that the market exit was intentionally, correct?

A. No, due to the change in net metering
regulations and rates in Nevada.

0. Except that's not what this document says, does

it, Mr. Beach? It says it excludes 12 megawatts of

Nevada backlog not built due to market exit. Do you see
that?
A. Yes. But Sunrun exited the energy efficiency
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market because of the Nevada PUC's decision to change
net metering and to change the rate structure in Nevada.
And, you know, there is plenty of documentation that the
customers who had signed up for solar expecting to get a
different deal were not happy and were seeking a way out
of their contracts once the rates and the regulations
changed.

Q. On page 15 of your direct testimony, Mr. Beach,
you testify that a net metering customer that uses the
grid but pays a small, zero, or even negative bill still
pays fully for his use of the utility system, correct?

A. Yes.

Q. And this is because, you say, the customer has
received credits for excess generation exported to the
grid, correct?

A. Yes. In terms of the exports, it is the
customer who is providing a service to the utility by
providing power to the utility. So the customer is
compensated by the utility for those exports.

Q. On 